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ACTION EUR-25 

INFO OCT-01 ISO-OO CIAE-00 DODE-OO PM-07 H-03 INR-10 L-03 

NSAE-00 NSC-10 PA-04 RSC-01 PRS-01 SPC-03 SS-20 

USIA-15 AID-20 EB-11 CIEP-02 TRSE-00 STR-08 OMB-01 

CEA-02 COME-OO FRB-02 XMB-07 OPIC-12 LAB-06 SIL-01 

DRC-01 /176W 

049978 

R 221640Z JAN 74 
FM AMEMBASSY COPENHAGEN 
TO SECSTATE WASHDC 8368 
INFO AMEMBASSY BONN 
AMEMBASSY BRUSSELS 
USMISSION EC BRUSSELS UNN 
AMEMBASSY DUBLIN 
AMEMBASSY THE HAGUE 
AMEMBASSY LONDON 
AMEMBASSY LUXEMBOURG 
AMEMBASSY OSLO 
AMEMBASSY PARIS 
USMISSION OECD PARIS UNN 
AMEMBASSY ROME 
AMEMBASSY STOCKHOLM 

UNCLAS COPENHAGEN 0200 

E.O. 1 1652: N/A 
TAGS: EFIN, EEC, DA 

SUBJ: DANISH DISCOUNT RAISE AND FOREIGN BORROWING 

1. ECONOMICS MINISTER NYBOE ANDERSEN ANNOUNCED JAN 22 INCREASE IN 
OFFICIAL DANISH DISCOUNT RATE FROM 9 TO 10 PERCENT. LAST PREVIOUS 
INCREASE TOOK PLACE DEC 21, THEN FROM 8 TO 9 PERCENT. 

2. ANDERSEN REPORTED THAT CENTRAL BANK HAD PROPOSED AND GOVT APPRO- 
VED DISCOUNT INCREASE IN ORDER TO DEMONSTRATE DANISH DETERMINATION 
UNCLASSIFIED 
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TO PROTECT DANISH KRONER WITHIN CONTINUED EUROPEAN MONETARY COOPER- 
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ATION. 

3. ANOTHER MEANS TOWARD THE SAME END WAS GOVT'S REQUEST TODAY 
FPR PARLIAMENTARY APPROVAL OF AN INCREASE OF TWOBILLION KRONER IN ITS 
FOREIGN LOAN CEILING. ECONOMICS MINISTER REPORTED THAT ONLY ABOUT 
500 MILLION KRONER REMAINED UNOBLIGATED UNDER PREVIOUSLY APPROVED 
LOAN CEILING. GOVT INTENDS TO EXPLOIT PRESENT LOAN MARKET WHICH 
IT JUDGES MORE FAVORABLE THAN COULD PROBABLY BE EXPECTED AT A LATER 
TIME. 

ADDITIONAL BORROWING ABROAD WOULD BE ENTIRELY FOR PURPOSES OF RE- 
SERVE PROTECTION AND LOAN PROCEEDS WOULD BE DEPOSITED IN CENTRAL BANK 


4. IT HAS BEEN PRACTICE FOR SEVERAL YEARS TO KEEP EQUIVALENT OF 
TOTAL CENTRAL GOVT FOREIGN LOAN OBLIGATION IN SEPARATE ACCOUNT IN 
CENTRALBANK. AT YEAR END 1973, ACCOUNT TOTALED 6.3 BILLION 
KRONER. 

5. COMMERCIAL BANK RATES ARE EXPECTED TO FOLLOW DISCOUNT RATE UP- 
WARDS. THEY USUALLY HOLD A MARGIN OF 2.5 PERCENT ABOVE THE DISCOUNT 
RATE. 

DUNNIGAN 


UNCLASSIFIED 
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